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OATH OR AFFIRMATION

Stephen Mack swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Mack Investment Securities Inc as

of December 20 10 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

None

Notary Public

OFFICIAL SEAL

LISA PRESTIA

NOTARY PUBLIC STATE OF ILUNOIS

MY COMMISSION EXPIRES06123/13

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.17a-5e3
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Focus Dedication Relationships

CERTIFIED PUBLIC ACCOUNTANTS

AND BUSINESS ADVISORS

To the Board of Directors

Mack Investment Securities Inc and

Mack Investment Insurance Brokerage Inc

Independent Auditors Report

We have audited the accompanying combined statement of financial condition of Mack Investment

Securities Inc and Mack Investment Insurance Brokerage Inc collectively the Company as of

December 31 2010 that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act

of 934 This combined financial statement is the responsibility of the Companys management

Our responsibility is to express an opinion on this combined financial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement An

audit includes examining on test basis evidence supporting the amounts and disclosures in the

financial statements An audit also includes assessing the accounting principles used and significant

estimates made by management as well as evaluating the overall financial statement presentation

We believe that our audit provides reasonable basis for our opinion

In our opinion the combined financial statement referred to above presents fairly in all material

respects the combined financial position of Mack Investment Securities Inc and Mack Investment

Insurance Brokerage Inc as of December 31 2010 in conformity with accounting principles

generally accepted in the United States of America

February 21 2011

Deerfield Illinois

Frost

Ruttenberg

Rothblatt PC 111 Pfingsten Road Suite 300 DeerfIeld IL 60015 847-236-1111 www.frronline.com
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Mack Investment Securities Inc and

Mack Investment Insurance Brokerage Inc

Combined Statement of Financial Condition

December 31 2010

ASSETS

Cash and cash equivalents

Receivable from and deposit with clearing broker-dealer

Commissions and advisory fees receivable

Securities owned at fair value

Furniture equipment and leasehold improvements net of accumulated

depreciation of $290484

Other assets

TOTAL ASSETS

169367

34115

205134

7310

5123

9.377

430426

LIABILITIES AND EQUITY

Accounts payable and accrued expenses

Accrued commissions

TOTAL LIABILITIES

EQUITY

TOTAL LIABILITIES AND EQUITY

See accompanying notes

319290

430426

1722

109414

111136
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Mack Investment Securities Inc and

Mack Investment Insurance Brokerage Inc

Notes to Statement of Financial Condition

December 31 2010

Note Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

Mack Investment Securities Inc MIS an Illinois corporation was incorporated on

January 16 1986 MIS is broker-dealer registered with the Securities and

Exchange Commission and is also registered investment advisor MIS provides

brokerage services to retail customers As an investment advisor MIS provides

investment management services to individuals trusts retirement plans and

corporations Mack Investment Insurance Brokerage Inc MIl is registered

insurance agency that sells variable life and fixed annuities MIS and MIl are

licensed to do business in most states in the United States of America

The accompanying combined financial statements reflect the accounts of MIS and

MIl collectively the Company which are under common ownership and

management All significant intercompany transactions have been eliminated in

combination

Cash Flows

The Company considers cash equivalents to be all highly liquid investments with

maturity of three months or less when purchased

Cash Balances in Excess of Insured Amounts

The Company maintains its cash in accounts which at times may exceed federally

insured limits The Company has not experienced any losses due to these limits

Commissions and Advisory Fees Receivable and Payable

Commissions and advisory fees receivables represent commission due to the

Company from the sale of financial products and are recorded at net realizable

value consisting of the carrying amount less an allowance for uncollectible accounts

as needed Commissions payable represent amounts due to the Companys sales

representatives in connection with the sale of financial products

The Company uses the allowance method to account for uncollectible receivable

balances Under the allowance method if needed an estimate of uncollectible

balances is made based upon expected actual write-offs Factors used to establish

an allowance include the credit quality of the customer and whether the balance is

significant Accounts are considered past due once the unpaid balance is 90 days

or more outstanding unless payment terms are extended by contract

Management did not deem an allowance account necessary as of December 31
2010

Property and Equipment

Property and equipment are carried at cost Depreciation is provided using the

straight-line method over 7-1 years
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Mack Investment Securities Inc and

Mack Investment Insurance Brokerage Inc

Notes to Statement of Financial Condition

December 31 2010

Note Nature of Operations and Summary of Significant Accounting Policies Continued

Revenue recognition

Commission revenue and expenses are recorded on the trade-date Investment

advisory fees are recognized as earned and are primarily based on assets

managed

Advertising

The Company expenses advertising as incurred Advertising expense was $6000

for the year ended December 31 201

Income Taxes

The stockholder of the Company has elected to be taxed as small business

corporation under Internal Revenue Service Regulations therefore no provision for

federal or state corporate income taxes is necessary The income or loss is

separately reported on the individual income tax returns of the stockholder for

federal and state income tax purposes The Company is responsible for state

replacement taxes

The Company accounts for any potential interest or penalties related to the

possible future liabilities for unrecognized income tax benefits as appropriate The

Company is no longer subject to examination by tax authorities for federal state

or local income taxes for periods before 2007

Subsequent Events

The Company evaluated all significant events or transactions that occurred through

February 21 2011 the date that the financial statements were available to be

issued During this period the Company did not have any material recognizable

subsequent events

Use of Estimates

The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities

and disclosure of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses during the

reporting period While actual results may differ from those estimates

management does not expect the differences if any to have material effect on

the combined financial statements
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Mack Investment Securities Inc and

Mack Investment Insurance Brokerage Inc

Notes to Statement of Financial Condition

December 31 2010

Note Fair Value of Financial Instruments

The fair value measurements and disclosures topic defines fair value as the price that

would be received to sell an asset or paid to transfer liability in an orderly

transaction between market participants at the measurement date It describes three

approaches to measuring the fair value of assets and liabilities the market

approach the income approach and the cost approach Each of these

approaches includes multiple valuation techniques It does not prescribe which

valuation technique should be used when measuring fair value but does establish fair

value hierarchy that prioritizes the inputs used in applying the various techniques

Inputs broadly refer to the assumptions that market participants use to make pricing

decisions including assumption about risk Level inputs are given the highest priority

in the hierarchy while Level inputs are given the lowest priority Assets and liabilities

carried at fair value are classified in one of the following three categories based upon

the nature of the inputs to the valuation technique used

Level Observable inputs that reflect unadlusted quoted prices for identical

assets or liabilities in active markets as of the reporting date Active markets

are those in which transactions for the asset or liability occur in sufficient

frequency and volume to provide pricing information on an ongoing basis

Level Observable market-based inputs or unobservable inputs that are

corroborated by market data

Level Unobservable inputs that are not corroborated by market data

These inputs reflect managements best estimate of fair value using its own

assumptions about the assumptions market participant would use in pricing

the asset or liability

The following table sets forth by level within the fair value hierarchy the Companys

only asset that was accounted for at fair value on recurring basis as of December

31 2010 As required by the fair value measurements and disclosures topic this asset

is classified in its entirety based on the lowest level input that is significant to the fair

value measurement The Companys assessment of the significance of particular input

to the fair value measurement requires iudgment and may affect their placement within

the fair value hierarchy levels

Fair Value Measurements at Reporting Date Using

Quoted Prices in

Active Markets Significant

Fair Values as of for Identical Significant Other Unobservable

December 31 Assets Inputs Inputs

2010 Level Level LevelDescription

Securities Owned

Equity Financial

Total Securities

Owned

7310 7310

7310 7310
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Mack Investment Securities Inc and

Mack Investment Insurance Brokerage Inc

Notes to Statement of Financial Condition

December 31 2010

Note Receivable From Broker-Dealers and Clearing Organizations

The Company clears its proprietary and customer transactions through another broker-

dealer on fully disclosed basis At December 31 2010 the Company had amounts

due from these broker-dealers and clearing organizations totaling $341 15

Note Net Capital Requirement

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 5c3-1 which

requires the maintenance of minimum net capital and requires that the ratio of

aggregate indebtedness to net capital both as defined shall not exceed to and

the rule of the applicable exchange also provides that equity capital may not be

withdrawn or cash dividends paid if the resulting net capital ratio would exceed to

At December 31 2010 the Company had net capital of $206992 which was

$156992 in excess of its required net capital of $50000 The Companys net capital

ratio was .54 to

Note Lease

The Company leases office space under an operating lease that expires in 2014

Future minimum rental payments to be paid by the Company in the aggregate and for

each of the next five years are as follows

2011 50190

2012 51498

2013 52836

2014 26754

Total 181278

Rent expense was $50754 for the year ended December 31 2010

In addition the Company subleases portion of its office space on month-to-month

basis Receipts under the subleases recorded in other income totaled $10829 for the

year ended December 31 2010

Note Employee Benefit Plan

The Company maintains profit sharing plan with 401k provision covering all

eligible employees The Company contributes percentage of salaries matches

participant contributions and may make discretionary contributions to the plan subject

to certain limitations as set forth in the plan agreement Profit sharing expense was

$11463 for the year ended December 31 2010
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Mack Investment Securities Inc and

Mack Investment Insurance Brokerage Inc

Notes to Statement of Financial Condition

December 31 2010

Note Financial Instruments With Off-Balance-Sheet Risk

In the normal course of business the Companys customer activities involve the execution

and settlement of various customer securities transactions These activities may expose

the Company to off-balance-sheet risk in the event the customer or other broker is

unable to fulfill its contracted obligations and the Company has to purchase or sell the

financial instrument underlying the contract at loss

Note Concentrations of Credit Risk

The Company is engaged in various trading and brokerage activities in which

counterparties primarily include broker-dealers banks and other financial institutions

In the event counterparties do not fulfill their obligations the Company may be

exposed to risk The risk of default depends on the creditworthiness of the

counterparty or issuer of the instrument It is the Companys policy to review as

necessary the credit standing of each counterparty
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